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Digitized by the Internet Archive 
in 2022 with funding from 
University of Toronto 


https://archive.org/details/31/761115554107 


What is the Goods and Services Tax 
(GST)? 


The GST is a 9 per cent consumption tax that will 

replace the existing federal sales tax on January 1, 

1991. The current federal sales tax is badly flawed 

and harmful to Canada’s economy. It is hurting our 
ability to grow and create jobs. 


Why are we replacing the present tax 
with the GST? 


The GST is a key part of this government’s plan 

for securing Canada’s economic future. 

The GST will achieve three important goals. 

e The GST will contribute to the deficit reduction 
effort and ensure we can continue to pay for 
programs and services Canadians value. 

e The GST is an essential element in the govern- 
ment’s plan to make the changes necessary to 
ensure Canada can compete in the world 
economy. 

e The GST will improve the overall fairness of the 
tax system. Lower and modest income Cana- 
dians will be better off once the GST is in place. 


What will be taxed, and what will not? 


The best way of ensuring the GST is fair and as 
simple as possible is to have a very broad base 
and a generous refundable sales tax credit. The 
broad base makes it easy for consumers and busi- 
nesses to understand and operate, and the GST 
Credit ensures that lower and modest income 
Canadians are better off. 

The GST will apply to virtually all goods and 
services sold in Canada; however, Canadians will 
not be charged tax when they buy any of the 
following goods and services: 
® basic groceries 
@ medical devices 
® prescription drugs 
e residential rents and existing houses 
e loans, mortgages, and insurance policies 
@ health and dental care, including hospital care 

and nursing home services 
e most education services 
@ daycare services 
@ legal aid services 
® municipal transit and passenger ferry services 


0.K., rents and existing houses will 
not be taxed. What about new house 
sales? 


Houses for resale will not be taxed because the 
existing tax on building materials means they will 
have already been taxed. 

Newly constructed and substantially ren- 
ovated houses will be taxed. 


Houses are a major expenditure. 
Won’t the new tax add a lot to the 
price? 


No. There will be a $900 million GST housing 
rebate system that will pretty well offset any 
increase 1n the price of a house resulting from the 
GST for most new home buyers. 

In many parts of the country, price increases 
will be less than half a per cent. Indeed, many 
communities should see lower prices as a result 
of the GST rebate. The main exception will be 
Toronto, where land prices are extraordinarily 
high right now. There, house prices will increase 
by about 1'4 per cent. 


Who is eligible for the GST housing 
rebate? 


Everyone who buys a principal residence less 
than $400,000 will be eligible for the rebate, 
including people buying single-detached and 
semi-detached homes, row houses and 
condominiums. 


How does the GST housing rebate 
work? 


It’s simple. Right now, just over 4 per cent of the 
price of a new house is federal tax. So the 9 per 
cent GST would have increased prices by a little 
less than 5 per cent. 

Through the GST housing rebate, the govern- 
ment will rebate 4.5 per cent of the price of any 
new or substantially renovated house costing up 
to $310,000. 

For all houses between $310,000 and 
$350,000, the government will rebate 4.5 percent 
of $310,000, or $13,950. 

For new house purchases between $350,000 
and $400,000, the rebate will be progressively 
reduced. 

Houses that cost more than $400,000 will not 
be eligible. | 


How will the rebate work in practice? 


In order to make sure Canadians benefit from the 
housing rebate right at the time of purchase, the 
amount of tax charged on the house will simply be 
reduced by the amount of rebate. So there will not 
be a lot of paperwork or delay. 

Ninety-five per cent of the purchasers of new 
homes will benefit from the $900 million GST 
housing rebate. For most, the rebate will pretty 
well offset any price increases as a result of the 
GST. 


What is the bottom line impact on my 
monthly mortgage if | buy a new 
house once the GST is in place? 
The following chart shows the impact on monthly 


mortgage payments in a number of Canadian 
cities, based on typical house prices 1n those cities. 


City Typical House Price Impact on Monthly 
($) Mortgage ($) 
Halifax 95,000 Z 
Charlottetown 80,000 (5) 
Trois-Riviéres 70,000 (3) 
Montreal 100,000 6 
Toronto 270,000 35 
Regina 100,000 4 
Edmonton 120,000 3 
Vancouver 190,000 13 


(These figures are based on a 12 per cent 
mortgage, amortized over 25 years, with a 25 per 
cent downpayment. The figures in brackets 
indicate a reduction.) 


What are the benefits of the GST to 
Canadians? 


The benefits of the GST to Canadians are sub- 

stantial. The GST will: 

® increase the output of Canada’s economy by 
about $9 billion per year. This will translate into 
higher incomes and a higher standard of living 
for Canadians; 

® increase investment in the Canadian economy 
and make us more competitive internationally; 

e improve the efficient use of our resources in the 
economy and improve our productivity; 

e bring economic gains to all regions of Canada, 
especially the Prairies and Atlantic Canada; 

@ create a modern tax system that will improve 
our exports and allow Canadian producers to 
compete with importers on a level playing field; 

® improve the fairness of the Canadian tax system 
so that lower and modest income Canadians are 
better off. 

The Goods and Services Tax will contribute to 
the deficit reduction effort and ensure we 

can continue to pay for programs and services 

Canadians value. 


For more information about the GST, please 
call: 


1-800=267-6620 (English) 

1-800-267-6640 (French) 

1-800-267-6650 (telecommunications device for 
the hearing impaired) 


For additional copies of this brochure, please 
contact: 


Finance Distribution Centre 
140 O’Connor Street 
Ottawa, Ontario 

K1A 0G5 


(613) 995-2855 


ie ae Department of Finance —_ Ministere des Finances 
Canada Canada 
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